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Background and Organization

BI, Inc. is a subsidiary of the GEO Group Inc. which is a for-profit corporation.
The Dutchess County Office of Probation and Community Corrections contracted with BI to provide the
Day Reporting Program at the Dutchess County Community Transition Center (CTC) located in
Poughkeepsie, New York. This evidenced based treatment program is designed as an Alternative to
Incarceration. Individuals are court ordered to participate in this program which is supervised by the
Probation Department.
In addition to the above program, the county contracted with BI for the rental/ lease of an electronic
home monitoring system for court ordered defendants.

Audit Scope & Methodology

The audit was performed for the period January 1, 2013 to August 31, 2014. The Probation Department
had two contracts for each time period with BI totaling $633,858.45 for 2013 and $637,998.00 for 2014
as follows:
Contract #
10-0372-A4
10-0008-A6
10-0372-A5
10-0008-A8

Program
Day Reporting
Electronic Home Monitoring System
Day Reporting
Electronic Home Monitoring System
Total Available Contract Funding

Time Period
1/1/13-12/31/13
1/1/13-12/31/13
1/1/14-12/31/14
1/1/14-12/31/14

Amount
$556,748.00
77,110.45
556,748.00
81,250.00
$1,271,856.45

All expenditures for services purchased from BI, Inc. were generally funded 100% from Dutchess County
tax dollars. The audit included a review of internal controls, contracts, claims, agency financial records
and correspondence including an interview with pertinent staff. Criteria included allowance of
expenditures that were clearly related to the program scope and sufficiently evidenced by
documentation.

Summary of Findings –

Day Reporting Program/CTC

There was a lack of oversight and monitoring of critical accounting procedures by BI Management for
the Day Reporting Program. Expenditures were incurred and claims were submitted by the local
program manager without proper internal controls in place to segregate duties and responsibilities.
Specifically, the Program Manager had the sole responsibility of purchasing, distributing, reconciling,
and inventorying items. After extensive review of all documentation and program scopes associated
with expenditures, the following amounts have been disallowed since they could not be traced to a
related program or supported by sufficient audit trail. A total of $13,163.51 is disallowed as follows:
 Disallowances of $7,858.80 for 2013
 Disallowances of $5,304.71 for 2014

Electronic Home Monitoring System Rental

 The rental and support of an Electronic Home Monitoring System for the DC Probation
Department’s Electronic Monitoring Unit was reviewed and monthly payments were made to BI
in accordance with the contracts. No discrepancies were noted.
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Findings by Contract
Day Reporting Offender Monitoring/ Community Transitions Center (CTC)
Contract Overview

Contract # 10-0372 was initially executed for the time period July 1, 2010 to December 31, 2010. It was
amended to continue for the following time periods, A1 – January 1, 2011 to December 31, 2011; A3January 1, 2012 to December 31, 2012; A4 – January 1, 2013 to December 31, 2013; A5 – January 1,
2014 to December 31, 2014. Amendment A2 amended definition for Administrative costs.
For 2013, BI claimed and was paid a total of $483,023.02 as shown in Exhibit I. For January – August
2014, BI claimed and was paid a total of $343,017.65 as shown in Exhibit II. The disallowances by
budget line item by year are as follows:

Disallowances by Budget Line Item
Purchases

Client Meals
Client Needs & Materials
Client Train/Educ Expense
Office & Program Supplies
Supp/Services/Small Tools
Client Trans/Vehicle Expense

Salary
Total Disallowances

Jan-Dec

Jan-Aug

2013

2014

$2,461.87
1,521.02

$1,710.37
1,327.60
658.23
836.82
721.69
50.00

329.88
3,358.51
$187.52
$7,858.80

$5,304.71

A review of the expenditures for Payroll was conducted with BI via email to verify salaries and respective
costs. In comparing W-2s and claimed amounts there were instances where funds were not claimed and
instances where funds were over claimed in 2013. The net result was an over claim which is included in
the above disallowances.
The detail of disallowances for 2013 and 2014 are attached as Exhibit III and Exhibit IV. Additional
findings and pertinent discussions follow.

Internal Control, Purchasing and Expense Review

Segregation of duties is critical to effective internal control; it reduces the risk of both erroneous and
inappropriate actions. At the most basic level, it means that no single individual should have control
over two or more phases of a transaction or operation. Management should have assigned
responsibilities to ensure a crosscheck of duties so that a single person cannot carry out and conceal
errors and/or irregularities in the course of performing day-to-day activities. The more negotiable the
asset, the greater the need for proper segregation of duties – especially when dealing with cash, credit
cards and inventories. There were four general categories of duties or responsibilities which were
examined in regards to the segregation of duties: authorization, custody, recordkeeping and
reconciliation.
FINDINGS
• There was no duty segregation resulting in a severe loss of internal control and as a result many
discrepancies were noted in the day to day recordkeeping. We reviewed the general duties and
responsibilities for accounting which BI granted to the Program Director and found the Program
Director had the following:
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Authority to incur the majority of expenditures for purchased items through the use of an
agency or personal credit card without pre-approved purchasing controls and subsequent
oversight.
Custody of the agency credit card and items purchased and receipts for items purchased
Recordkeeping of program expenditures and program records
Reconciliation of program expenditures and program records
• The Program Director provided oversight and monitoring of the day to day staff and program
activities.
• The Program Director initiated, approved, recorded, reconciled financial transactions which
were claimed to the county and was responsible to maintain all program records related to
these expended and claimed funds.
• The Program Director handled all functions related to assets as well as the purchase and
distribution and accounting of food, client supplies, client incentives, office supplies.
• The Program Director had use of an agency leased 2013 Ford Explorer which included
expenditures for the monthly lease, gas, maintenance, fuel and an accident repair charged to
the county.
The following discussion relates to the specific purchases and concerns:
• The best accounting practice of ‘no one employee having complete control over the entire
purchasing function’ was violated. The individual had responsibility for purchasing, receiving
and approving payments for goods and services rather than the duties being assigned amongst
different employees. As a result, the purchasing function did not allow for the best practice of
utilizing pre-approved vendors for purchases for ‘pre-approved’ items. This included numerous
outside food vendors, grocery stores, pharmacies and various establishments.
• In reviewing the monthly Personnel costs, we found that there were generally four (4) or five (5)
staff members which would have allowed for duty segregation.
• The Program Director purchased Merchant/Gift Cards totaling $2,780 in 2013 and $2,543 for
the time period January – September 2014. The Program Director distributed the ‘Cards’ which
had face values of $5 to $75 each. The Program Director maintained the records which showed
the distribution of the cards and also maintained a listing of cards ‘not distributed’. The listings
contained the ‘card’ numbers. We found discrepancies with the listings as eight (8) $5 gift cards
listed on the ‘cards on hand’ had already been distributed. Also, guidelines for the issuance of
‘cards’ were not consistently applied as evidenced by the agency guidelines for attendance and
completion incentives. In addition, agency guidelines were not established to prohibit the
purchase of cards for establishments that sell alcohol and tobacco products which is a general
guideline used in other programs and also important as the agency services individuals who are
under the age of 21. Merchant gift cards for such establishments included gas stations,
convenience stores and pharmacies.
• The Program Director purchased meals from various restaurants and food establishments
throughout the county at various times of the day. Of the food purchased, a total of $2,640.54
was disallowed for 2013 and $1,710.37 was disallowed for the time period January – September
2014. Concerns regarding food arose as the Program Director was to use a ‘food’ vendor
contract for times when full-time attendees on a given day totaled 6 or more and also as the
program has food storage and cooking facilities which are part of the monthly rental. There
were consistent food purchases which were stored and prepared for ‘program food’ for the
times when the number of attendees was below the contracted number or when attendees
chose not to eat the item available. While the Program Director indicated there may be
community service or special ‘occasions’; a clear trail documenting these occasions was not
presented to support such claims. However, we did accept several expenditures for pizza which
was reasonably supported in some cases as the cost was lower than ordering pizza from the
established food vendor. We also question the ‘travel’ and agency time used to purchase food
away from the program: first regarding the attendance at a specific class during the prescribed
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times; and the staff time which is required to leave the program to go to the listed venues. The
Program typically had 4-5 staff working.
The Program Director purchased personal care items and held the items in her office for
distribution. There was no record showing the distribution of items to specific program
‘attendees’. While the costs for some of these items were $3 or less each, there were large
quantities purchased and were not limited to personal care items. However, items that were
bought during a normal work week were allowed if the receipt was legible and reasonable to
what a client would ‘need’.
The Program Director purchased client food and snacks. If the item did not appear on the snack
list; such as candy, it was disallowed.
The Program Director purchased agency office supplies and materials. If the receipt was legible
and the item was a reasonable expenditure, it was allowed. Disallowances included candles
which are a fire hazard and not a necessary office expense.
The Program Director purchased items that she claimed were for use at ‘community service’
venues; however, there was no documentation made available to support selected purchases
and these items were disallowed; such as, shirts, laser pointers and items not originally
identified at time of purchase.

Additional Comments:
 Purchases were made during program hours, weeknights, weekends and one holiday.
Expenditures were predominantly charged to the agency credit card by the Program Director.
There were a few occasions where we found receipts which the Program Director indicated
were made from her personal credit or debit card.
 The Program Director had the sole authority to decide what was purchased and how items were
distributed. This resulted in the Program Director purchasing food, gift cards, personal care
items, gifts, office and agency supplies and many items that were unidentified at the time of
claiming. Best practices regarding established vendor accounts with suppliers were not
evidenced for any of these items.
 In addition, there was not a complete set of records to trace the items purchased to the ‘actual’
beneficiaries of the items purchased. As a result these items are disallowed.
 As a Day Reporting site, which had a structured curriculum of classes, we question the time
away from the site for the continuous purchases made at food and shopping venues.
 There was insufficient documentation to support the numerous expenditures for food, gift
cards, gifts and unidentified items from various establishments. Our listings of disallowances
were sent to BI’s Senior Business Manager who is located in Boca Raton, Florida and whose
agency address is Boulder, CO. The disallowances were sent by this individual back to the local
Program Director, who incurred the expenditures and who wrote explanations next to the
various entries. Explanations given were different than the general explanations given at the
audit site interview.
 We attempted to match expenditures with the client attendance records. However, there was
no formalized Sign in/Sign out procedure which required signed attestation (individual
signature) by the attendee. The program had a computerized listing of individuals who are
assigned to CTC each day; it was our understanding that the ‘arrival’ times were written in on
CTC daily listings; however, there was no evidence that it was done by the individual who was to
be in attendance and there was no departure time listed.
 The agency was unable to produce a document of the actual ‘full time’ and ‘part time’ attendees
to the program for each day the program was in session.

NOTE: CTC computerized listing - The daily listing provided contained the names of individuals who may be in jail,
or in another program. In addition, new attendees may not be listed initially and individuals who have completed
the program may not have been removed. At the time of our on-site review, we were informed there were
significant violations of probation, which resulted in a reduction of clients at the Day Reporting/CTC site. If an
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inquiry is made in regards to the CTC counts; the figure reported is of the individuals who are assigned but
therefore may not be required attendees due to the reasons stated.

Interview with the Program Director and County Auditors
In the interview between the Program Director and the County Auditors, the Program Director indicated
that the full time attendees only attended Tuesday through Thursday during the hours of 10am-3pm.
Part time attendees would be assigned to 1 to 3 programs such as education, employment, life skills,
etc. The Program Director stated that there occasionally was community service which was basically for
‘younger clients’ who did not have other responsibilities such as work or school.
 There was a lack of documentation proving attendance of clients. Sign in sheets only indicated
time clients signed in and not the time that clients left the facility.
 The Program hours were changed from the original contract; full-time was considered three
days per week versus five days.
 Actual attendees had dwindled in the last five months reviewed.
Observations/Findings:
The above statement and schedule was not in compliance with the Specifications set forth in Section 2.0
SPECIFICATIONS of the Executed contract with the county which states – “under section 2.3 Hours the
program must be open from 9 a.m. to 7 p.m. Monday through Friday and on Saturday as needed for
special programming or events.”(Addendum I)
Also, the Program Director’s statement was in conflict with the ‘Dutchess County CTC Weekly Program
Schedule’ presented to us by the Program Director during our onsite Audit review and confirmed by
Probation Staff as the Schedule. (Exhibit V)
In discussions with Probation, they indicated the program was Monday through Friday.
In an interview with the Program Director with county auditors, the Program Director indicated that
staff food was purchased as BI, Inc. had a policy of giving each staff an incentive of $30 each month
which the Program Director indicated was primarily used for food for the agency staff. In reviewing
many of the various restaurant purchases, it was noted that there were ‘four or five’ meals purchased
(the same number as staff employed). These meals were incorrectly charged and paid by County funds.
The Program Director did not indicate which claims were for staff food despite a listing of questioned
food/restaurant purchases. In fact, when interviewed she indicated that a specific ‘diner’ purchase was
a staff meal (five meals purchased) and had remitted it in error but when the same meal was included in
the questioned items she indicated it was for lunch for 5 clients performing all day community service.
In an interview with the Program Director with county auditors, the Program Director was asked about
the costs for an accident that involved the 2013 Ford Explorer. The costs were submitted and paid
through reimbursement with no indication that insurance was used to pay for the repairs. An accident
report did not accompany the claim. The Program Director indicated that she was driving the vehicle
and the accident was not her fault. In reviewing the accident report that was sent to us by BI, it appears
the accident was the Program Director’s fault. Further information provided by BI indicated that the
accident was not submitted to insurance and costs were submitted to Dutchess County and paid
through reimbursement. These costs are disallowed.
DISALLOWANCES DISCUSSION
 Many of the purchases of food to outside restaurants were disallowed due to insufficient
documentation to support the expenditure as a Client Need or Client Meal; especially when the
purchases were completed, after lunch hours, when the food vendor was utilized or on
Mondays and Fridays which the Program Director indicated were not FULL-time days for
attendees and that staff meals occurred.
 Purchases disallowed were due to the time of purchase being outside the scheduled lunch time
–“11:30 to 12:20” (Exhibit V )
 Purchases made outside of the program hours Nights and Weekends and one Holiday (July 4th).
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 The Program Director stated Staff lunches were purchased for ‘staff incentives’ -‘staff incentives’
is not a category approved by the county.
 Insufficient documentation to show that ‘clients’ benefitted from the meals.
 Additional meals purchased when the contracted vendor was used.
 Food purchased when ‘the client did not like the vendor choice’. There was evidence of various
food purchases for the program to be made in this event per the Program Director. NOTE: The
facility maintained various locations for food storage and a kitchen with a large and small refrigerator,
freezer and various storage locations. Breakfast and lunch items, snacks, drinks and food were stored at
various locations.

 Items disallowed due to the nature of the purchase included: candy, candles, clothes, laser
pointers, pet supplies.
 A number of Gift and merchant cards could not be substantiated as being purchased for the
‘clients’. Purposes listed for the granting of these incentives were not consistent with the
program’s guidelines for the incentive. (Exhibit VI)
 Receipts without detail of what was purchased or the receipt was illegible.
RECOMMENDATIONS
 In those instances where duties cannot be fully segregated, mitigating or compensating controls
must be established. Mitigating or compensating controls are additional procedures designed
to reduce the risk of errors or irregularities.
o The Program Director should not be given sole responsibility to control all aspects of a
transaction or program purchase.
o No person should be given the incompatible duties or responsibilities of:
 Authorizing a transaction, receiving and maintaining custody of the asset that resulted
from the transaction.
 Receiving items and approving distribution.
 Approving transactions and incurring transactions via the credit card.
 Having unlimited access to the ‘assets’, accounting records and computer terminals and
programs. For instance having access and using the credit card as the source to post to
the accounting records.
 Outside vendor accounts should be established for purchases to provide internal controls
regarding the items purchased.
 Proper discretion should be used in prudently expending the scarce resources of government
funds.
 A clear audit trail of all funds and their applicability to the program should be maintained at the
time of purchase.
 A clear audit trail of attendance for each client should be maintained with the corresponding
attendance at the prescribed classes for each day with attestation from the client. Sign in and
sign out sheets completed by the attendee with attestation by the oversight authority.
 Special activities such as community service should be documented with a listing of actual
attendees to ensure accountability for any costs incurred during and for the activity.
 Clear and concise policy and procedures, guidelines should be drafted to ensure that there is
full accountability for funds expended for the categories submitted.

Assets

We reviewed the items purchased for the program over the years which have resulted in an inventory of
various types of equipment, furniture, and office related items including:
• Office -computers, printers, air conditioners, heaters, storage containers, etc.
• Building and maintenance supplies - chain saws, shovels, tool chest with tools, mops, brooms,
etc.
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•

Kitchen equipment for food storage and preparation - refrigerators, freezers, storage items, etc.

FINDINGS
 We found the listings were not complete and inaccurate as many items did not have the correct
information for make, model and serial numbers.
 Inventory that was transferred to the program at its inception in 2007 was not consistently used
or returned to the county and the listing was not updated and maintained. Prior to our on-site
visit, a number of items were discarded.
RECOMMENDATIONS
 All items should be correctly identified on listings regarding descriptions to account for assets
and related items.
 All items discarded or transferred should be fully accounted for utilizing county inventory
procedures which require specified forms be completed and approved prior to disposal or
transfer.

Electronic Home Monitoring System - Contract# 10-0008-A7/A8
BI, Inc. provided equipment rental and support of an Electronic Home Monitoring System for the DC
Probation Department’s Electronic Monitoring Unit. Generally, equipment included: a host computer
located at the Probation Office, 2 workstations (monitors and keyboards), a printer, 4 portable remote
receivers and 140 monitoring units. This contract was originally written for the time period January 1,
2010 – December 31, 2010 with four (1) year extensions at Dutchess County’s option.
A total of $76,650 was paid to BI for 2013 which represented the contracted monthly amount of
$6,387.50. In 2014, the contract was written for $76,650 plus an additional $4,600 (from the STSJP
Grant) for a total of $81,250. As of the writing of this audit, a total of $68,475 was paid to BI for this
contract.
There were 140 radio frequency monitoring units which include in home receivers and ankle
transmitters and the respective equipment necessary for the monitoring of individuals in their homes.
Equipment also includes four single unit portable Radio Frequency receivers for use by Probation
Officers in the field, two computer workstations and one printer. The contract was amended for an
additional five units.
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Exhibit I

Day Reporting Program/CTC

2013 BUDGET/ACTUAL
Budget

Total Claimed

Personnel Costs
Salaries
Fringe
Total Personnel Costs

$195,000.00
60,450.00
$255,450.00

$149,860.25
46,456.68
$196,316.93

Operating Costs
Rent
Utilities and Facilities Expenses
Client Transportation/Vehicle Expense
Client Needs and Materials
Employee Acquisition, Training & Travel
Office and Program Supplies/Services
Equipment Rental, Lease and Maint.
Client Meals
Equipment Purchases
Telecommunications
Case Mgmt and Assessment Software
Total Operating Costs

$61,017.00
12,814.00
9,600.00
12,021.00
8,000.00
4,500.00
3,600.00
12,000.00
6,250.00
10,000.00
7,500.00
$147,302.00

$62,798.64
1,396.59
13,784.09
14,674.70
852.87
8,098.19
2,840.06
9,135.45
0.00
8,511.60
10,617.90
$132,710.09

Administrative Costs***

$153,996.00

$153,996.00

Totals

$556,748.00

$483,023.02

***BI received a flat 18% for administrative costs.
documentation from the agency.

Expenditures charged to this line item did not require
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Exhibit II

Day Reporting Program/CTC

2014 BUDGET/ACTUAL
January – August 2014
Budget

Total Claimed

Personnel Costs
Salaries
Fringe
Total Personnel Costs

$195,000.00
60,450.00
$255,450.00

$116,574.91
36,138.22
$152,713.13

Operating Costs
Rent
Utilities and Facilities Expenses
Client Transportation/Vehicle Expense
Client Needs and Materials
Employee Acquisition, Training and Travel
Office and Program Supplies/Services
Equipment Rental, Lease and Maintenance
Client Meals
Equipment Purchases
Telecommunications
Case Management and Assessment Software
Total Operating Costs

$63,517.00
1,814.00
14,100.00
18,021.00
3,000.00
8,500.00
3,600.00
12,000.00
1,250.00
10,000.00
11,500.00
$147,302.00

$42,556.94
1,119.51
9,926.97
8,414.69
0.00
4,407.88
2,058.95
6,942.14
0.00
5,157.52
7,055.92
$87,640.52

Administrative Costs***

$153,996.00

$102,664.00

$556,748.00

$343,017.65

Totals
***BI receives a flat 18% for administrative costs.
documentation from the agency.

Expenditures charged to this line item did not require
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Exhibit III

2013 Detail of Disallowances
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13
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Exhibit IV

2014 Detail of Disallowances
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Exhibit V

Dutchess County Weekly CTC Schedule
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Exhibit VI

Gift Card Policy
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Addendum I

Day Reporting Center Specifications
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